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The LAC context 

GDP per Capita, PPP (as % of US, 2012) 

GDP Growth (Annual %) 

Source:	
  World	
  Bank	
  WDI	
  

•  Boosted	
  by	
  external	
  factors,	
  LAC	
  saw	
  rela2vely	
  strong	
  growth	
  over	
  the	
  past	
  decade,	
  but	
  	
  growth	
  
remained	
  weaker	
  than	
  dynamic	
  East	
  Asian	
  economies.	
  	
  

•  Even	
  with	
  average	
  growth	
  rates	
  of	
  6.5%	
  between	
  2004	
  and	
  2008,	
  	
  GDP/	
  capita	
  s2ll	
  remains	
  at	
  
about	
  1/4	
  of	
  US	
  levels.	
  



Economic Growth and Productivity 
§  Economic growth largely depends on the dynamics of 

productivity.  

§  This is well documented by several studies (e.g. 
Kehoe and Prescott, 2002, Solimano and Soto, 2006)  

§  The positive correlation between output and 
productivity growth tends to be stronger the longer is 
the time period considered. 

 



GDP per Capita Gap Decomposition (1960=1) 

Taken from 2014 LAC Macroeconomic Report (IADB), March 2014 

Long-­‐term	
  Growth	
  Depends	
  on	
  Increased	
  ProducEvity	
  

In	
  LAC	
  growth	
  is	
  due	
  to	
  factors	
  accumula2on	
  	
  
rather	
  than	
  increases	
  in	
  produc2vity.	
  



Stagnant Productivity 
•  Index of Productivity Relative to US (1960=1) 

Source:	
  Fernandez-­‐Arias	
  (2014)	
  	
  

Over	
  the	
  past	
  30	
  years,	
  LAC	
  has	
  seen	
  rela2ve	
  declines	
  in	
  produc2vity	
  growth,	
  although	
  performance	
  
varies	
  by	
  country,	
  especially	
  when	
  compared	
  to	
  East	
  Asian	
  economies.	
  



Micro Sources of Productivity Growth 
•  Efficiency	
  gains	
  that	
  occur	
  within	
  firms,	
  due	
  to	
  be\er	
  produc2on	
  

methods,	
  organiza2on,	
  innova2on	
  at	
  the	
  plant-­‐level,	
  learning	
  and	
  
capability	
  development,	
  ….	
  

•  Efficiency	
  gains	
  derived	
  from	
  the	
  reallocaEon	
  of	
  resources	
  from	
  less	
  
producEve	
  firms	
  to	
  more	
  producEve	
  ones,	
  due	
  to	
  compe22on	
  and	
  
the	
  processes	
  of	
  (Schumpeterian)	
  crea2on	
  and	
  destruc2on	
  through	
  
which	
  efficient	
  firms	
  expand,	
  use	
  larger	
  shares	
  of	
  factors	
  and	
  push	
  
less	
  efficient	
  firms	
  out	
  of	
  the	
  market,	
  and	
  through	
  the	
  entry	
  (exit)	
  or	
  
more	
  (less)	
  efficient	
  firms;	
  

§  Efficiency	
  gains	
  derived	
  from	
  reallocaEon	
  of	
  resources	
  across	
  
sectors:	
  when	
  labor	
  and	
  other	
  resources	
  move	
  from	
  less	
  produc2ve	
  
to	
  more	
  produc2ve	
  ac2vi2es,	
  the	
  economy	
  grows	
  even	
  without	
  
produc2vity	
  growth	
  within	
  sectors.	
  	
  
§  “Structural	
  change”	
  in	
  LAC	
  in	
  the	
  “wrong”	
  direc2on,	
  with	
  

resources	
  shibing	
  to	
  lower-­‐produc2vity	
  sectors	
  	
  (McMillan	
  and	
  
Rodrik,	
  2011).	
  	
  



A	
  cluster	
  in	
  a	
  nutshell	
  
•  The	
  baseline	
  defini2on	
  of	
  cluster	
  contemplates	
  the	
  
co-­‐existence	
  of	
  two	
  main	
  characteris2cs:	
  the	
  
concentra2on	
  of	
  firms	
  in	
  a	
  spa2ally	
  bounded	
  area	
  
and	
  their	
  specializa2on	
  in	
  the	
  same	
  or	
  related	
  
industries;	
  

•  They	
  can	
  populated	
  mainly	
  by	
  SMEs	
  firms	
  
(Marshallian	
  clusters)	
  or	
  by	
  a	
  mix	
  of	
  SMEs	
  and	
  a	
  few	
  
leading	
  firms	
  (Hub-­‐and-­‐Spoke	
  clusters);	
  

•  Firms	
  located	
  in	
  clusters	
  can	
  benefit	
  from	
  collec*ve	
  
efficiency:	
  
–  	
  External	
  economies	
  such	
  as	
  specialised	
  labour	
  market,	
  
knowledge	
  circula2on,	
  facilitated	
  access	
  to	
  inputs,	
  
customer	
  a\rac2on;	
  

–  	
  joint	
  ac*ons:	
  horizontal	
  and	
  ver2cal	
  coopera2on	
  (i.e.	
  joint	
  
purchase	
  inputs,	
  joint	
  trade	
  par2cipa2on).	
  



How	
  clusters	
  can	
  enhance	
  producEvity	
  growth?	
  

①  Clusters	
  facilitate	
  the	
  emergence	
  of	
  new	
  promising	
  industries	
  
(e.g.	
  crea2ve	
  industries,	
  business	
  services,	
  non	
  tradi2onal	
  
agricultural	
  products,	
  acquaculture,	
  niche	
  tourism);	
  	
  

②  In	
  clusters	
  firms	
  take	
  advantage	
  of	
  collec2ve	
  efficieny	
  which	
  
facilitates	
  be\er	
  organiza2on,	
  innova2on,	
  learning	
  and	
  
capability	
  development;	
  

③  In	
  clusters,	
  external	
  connec2ons,	
  through	
  mul2na2onals	
  or	
  
within	
  global	
  value	
  chains,	
  are	
  also	
  key	
  to	
  access	
  knowledge	
  
and	
  acquire	
  capabili2es	
  needed	
  for	
  being	
  compe22ve	
  in	
  the	
  
interna2onal	
  markets	
  with	
  a	
  posi2ve	
  impact	
  on	
  produc2vity.	
  



The	
  universe	
  of	
  the	
  study	
  

•  32	
  Caribbean	
  clusters;	
  
•  Sectors:	
  natural	
  resources	
  based	
  industries,	
  
comprising	
  agriculture,	
  agro-­‐processing,	
  
forestry,	
  aquaculture	
  and	
  energy;	
  
manufacturing;	
  and	
  services,	
  embracing	
  
tourism	
  and	
  crea2ve	
  industries;	
  

•  Countries:	
  Barbados,	
  Belize,	
  Dominica,	
  
Grenada,	
  Guyana,	
  Jamaica,	
  St-­‐Lucia,	
  St-­‐
Vincent	
  &	
  Grenadines,	
  Suriname,	
  Trinidad	
  and	
  
Tobago.	
  



The	
  Six	
  Dimensions	
  of	
  Clusters	
  



How	
  clusters	
  have	
  been	
  classified	
  

•  The	
  32	
  clusters	
  have	
  been	
  carefully	
  analyzed	
  
along	
  the	
  six	
  cluster	
  dimensions	
  that	
  we	
  
consider	
  influencing	
  their	
  compe22veness;	
  

•  Each	
  dimension	
  has	
  been	
  assessed	
  on	
  quali-­‐
quan2ta2ve	
  grounds	
  –	
  i.e.	
  based	
  on	
  a	
  very	
  
detailed	
  analysis	
  of	
  the	
  text,	
  we	
  have	
  
measured	
  each	
  dimension	
  quan2ta2vely	
  
(typically	
  using	
  Likert	
  scales	
  or	
  other	
  
categorical	
  classifica2ons).	
  



The	
  main	
  findings	
  in	
  details	
  
•  Sectorial	
  dimension:	
  predominance	
  of	
  the	
  
ter2ary	
  industry	
  (tourism,	
  crea2ve	
  industries,	
  
business	
  and	
  financial	
  services)	
  and	
  exploita2on	
  
of	
  natural	
  resources,	
  with	
  only	
  two	
  clusters	
  
exclusively	
  specialized	
  in	
  manufacturing;	
  

•  Geographical	
  dimension:	
  half	
  of	
  the	
  clusters	
  are	
  
na*onal.	
  The	
  local	
  dimension	
  is	
  predominant	
  in	
  
agricultural	
  clusters	
  and	
  in	
  tourism.	
  Urban	
  
clusters	
  are	
  in	
  the	
  service	
  industry.	
  Only	
  4	
  inter-­‐
Caribbean	
  clusters;	
  

•  Organiza5onal	
  structure:	
  Many,	
  very	
  diverse,	
  
Marshallian	
  clusters.	
  5	
  H&S	
  clusters	
  in	
  which	
  a	
  
mul2na2onal	
  is	
  the	
  hub.	
  Only	
  one	
  cluster	
  has	
  
been	
  classified	
  as	
  survival.	
  



CollecEve	
  Efficiency	
  
	
  •  External	
  Economies:	
  

–  Input	
  availability	
  is	
  key	
  in	
  natural	
  resource	
  clusters	
  (i.e.	
  
energy	
  industry	
  in	
  Trinidad	
  and	
  Tobago	
  and	
  aquaculture	
  in	
  
Guyana,	
  Belize	
  and	
  Jamaica);	
  

–  Informa*on	
  sharing	
  is	
  in	
  general	
  very	
  good;	
  
–  Concerning	
  market	
  access,	
  the	
  poor	
  situa2on	
  of	
  
infrastructure	
  in	
  many	
  clusters	
  represents	
  an	
  obstacle,	
  
nullifying	
  the	
  possible	
  advantage	
  deriving	
  from	
  clustering;	
  

•  Joint	
  AcEon:	
  
–  Horizontal	
  Coopera2on	
  is	
  diffused	
  (i.e.	
  in	
  the	
  aquaculture	
  
clusters	
  for	
  the	
  need	
  to	
  address	
  the	
  environmental	
  
impact);	
  

–  Ver2cal	
  coopera2on:	
  examples	
  are	
  in	
  the	
  field	
  of	
  logis2cs	
  
in	
  aquaculture	
  clusters	
  and	
  in	
  non	
  tradi2onal	
  agro	
  
products	
  in	
  Guyana.	
  



InnovaEon	
  Capacity	
  and	
  Openess	
  

•  Knowledge	
  base:	
  important	
  elements	
  are	
  the	
  presence	
  
of	
  leading	
  companies	
  and	
  of	
  skilled	
  people;	
  

•  Intra-­‐cluster	
  knowledge	
  system:	
  labor	
  mobility	
  is	
  key;	
  
•  Extra-­‐cluster	
  knowledge	
  sources:	
  hub	
  companies	
  are	
  
important.	
  Business	
  associa2ons	
  plays	
  a	
  crucial	
  role	
  
and	
  links	
  with	
  suppliers	
  can	
  also	
  be	
  key;	
  

•  The	
  local	
  presence	
  of	
  MNCs	
  and/or	
  the	
  involvement	
  
in	
  GVC	
  is	
  cri2cal	
  for	
  knowledge	
  acquisi2on	
  and	
  
export	
  orienta2on	
  in	
  agro	
  clusters	
  as	
  well	
  as	
  in	
  the	
  
crea2ve	
  clusters,	
  in	
  forestry	
  and	
  in	
  rum	
  produc2on;	
  

•  Regional	
  market	
  is	
  important	
  in	
  the	
  cases	
  of	
  the	
  
mari2me,	
  financial	
  and	
  business	
  services	
  clusters	
  in	
  
Trinidad.	
  



Cluster	
  Policies	
  	
  
•  About	
  20%	
  of	
  the	
  clusters	
  analyzed	
  for	
  this	
  report	
  are	
  
spontaneous,	
  which	
  means	
  that	
  their	
  emergence	
  and	
  
further	
  development	
  have	
  not	
  been	
  s2mulated	
  by	
  
specific	
  cluster	
  policies	
  (e.g.	
  gold	
  jewelry	
  in	
  Guyana	
  
and	
  po\ery	
  in	
  T&T);	
  

•  Incep*on	
  policies:	
  trust	
  building,	
  training	
  and	
  capacity	
  
building;	
  

•  Development	
  policies:	
  	
  
–  support	
  in	
  informa2on,	
  communica2on	
  and	
  technology;	
  	
  
–  educa2on	
  and	
  training;	
  	
  
–  infrastructure	
  improvement;	
  
–  serng	
  of	
  a	
  business	
  favorable	
  context	
  (i.e.	
  regula2ons	
  about	
  
intellectual	
  property	
  rights);	
  

–  ini2a2ves	
  aimed	
  at	
  building	
  and	
  strengthening	
  the	
  external	
  
connec2ons	
  of	
  the	
  clusters.	
  	
  



A	
  typology	
  of	
  clusters	
  
	
  •  Through	
  cluster	
  analysis	
  –	
  a	
  mul2variate	
  

sta2s2cal	
  technique	
  that	
  serves	
  to	
  iden2fy	
  
different	
  groups	
  of	
  similar	
  actors	
  -­‐	
  	
  we	
  have	
  
iden2fied	
  three	
  groups	
  of	
  clusters:	
  



3	
  groups	
  of	
  clusters:	
  their	
  features	
  



Some	
  evidence	
  on	
  the	
  3	
  groups	
  
•  The	
  Rising	
  Clusters	
  and	
  the	
  Innova*ve	
  Clusters,	
  share	
  some	
  

common	
  key	
  features.	
  	
  
–  They	
  are	
  open	
  to	
  foreign	
  markets	
  and	
  maintain	
  external	
  
channels	
  (i.e.	
  via	
  MNCs	
  of	
  GVCs),	
  through	
  which	
  they	
  can	
  tap	
  
into	
  knowledge	
  and	
  technologies;	
  	
  

–  Clusters’	
  firms	
  take	
  advantage	
  of	
  strong	
  degree	
  of	
  collec2ve	
  
efficiency	
  (i.e.	
  local	
  availability	
  of	
  a	
  specialized	
  labor	
  market	
  or	
  
the	
  presence	
  of	
  collec2ve	
  projects	
  for	
  sharing	
  transporta2on	
  
costs,	
  adop2ng	
  interna2onal	
  standards,	
  introducing	
  
environmental	
  best	
  prac2ces	
  or	
  jointly	
  selling	
  products	
  in	
  the	
  
interna2onal	
  markets);	
  	
  

•  Innova*ve	
  Clusters	
  display	
  a	
  much	
  higher	
  innova2ve	
  
capacity	
  as	
  compared	
  to	
  Rising	
  Clusters,	
  which	
  tend	
  to	
  be	
  
younger	
  and	
  therefore	
  have	
  accumulated	
  lower	
  
technological	
  capabili2es;	
  

•  Sluggish	
  Clusters	
  are	
  rather	
  closed	
  systems,	
  oben	
  lacking	
  
connec2ons	
  to	
  external	
  channels	
  and	
  access	
  to	
  
interna2onal	
  markets.	
  Many	
  of	
  them	
  show	
  a	
  low	
  degree	
  of	
  
collec2ve	
  efficiency	
  and	
  poor	
  innova2ve	
  capacity.	
  



Policy	
  implicaEons	
  
•  Rising	
  Clusters	
  should	
  focus	
  on:	
  	
  

–  fostering	
  innova2on,	
  which	
  is	
  a	
  weak	
  area	
  for	
  this	
  kind	
  of	
  clusters;	
  
–  helping	
  the	
  transi2on	
  of	
  emerging	
  clusters	
  to	
  a	
  growth	
  phase;	
  
–  suppor2ng	
  the	
  consolida2on	
  of	
  leading	
  actors;	
  	
  

•  Innova*ve	
  clusters	
  should	
  not	
  be	
  sustained	
  at	
  large	
  (not	
  
least	
  because	
  they	
  are	
  already	
  successful),	
  but	
  their	
  best	
  
ideas	
  or	
  ini2a2ves	
  should	
  be	
  assessed	
  by	
  funding	
  bodies	
  to	
  
further	
  promote	
  skills	
  and	
  to	
  achieve	
  very	
  ambi2ous	
  
targets.	
  In	
  these	
  clusters,	
  compe22on	
  for	
  funding	
  should	
  
be	
  very	
  tough,	
  with	
  only	
  a	
  few	
  excep2onal	
  projects	
  being	
  
funded	
  while	
  the	
  funding	
  per	
  winning	
  project	
  should	
  be	
  
generous;	
  

•  Sluggish	
  Clusters	
  should:	
  	
  
–  strengthen	
  local	
  joint	
  ac2on;	
  	
  
–  enhance	
  openness	
  for	
  the	
  access	
  to	
  valuable	
  resources	
  like	
  

knowledge	
  and	
  technologies;	
  	
  
–  build	
  innova2ve	
  capabili2es.	
  



5	
  concluding	
  remarks	
  
①  Cluster	
  ac2vity	
  is	
  very	
  intense	
  in	
  the	
  region;	
  	
  
②  The	
  Caribbean	
  clusters	
  are	
  very	
  diverse	
  on	
  several	
  key	
  dimensions,	
  

as	
  clearly	
  shown	
  with	
  the	
  iden2fica2on	
  of	
  three	
  groups	
  –	
  Rising,	
  
Innova*ve	
  and	
  Sluggish	
  Clusters;	
  	
  

③  Suppor2ng	
  policies	
  should	
  be	
  differen2ated	
  to	
  adddress	
  and	
  
reinforce	
  different	
  strenghts	
  and	
  weaknesses	
  in	
  clusters;	
  	
  

④  In	
  Caribbean	
  clusters,	
  there	
  are	
  already	
  a	
  variety	
  of	
  suppor2ng	
  
interven2ons	
  implemented,	
  some	
  of	
  which	
  do	
  represent	
  good	
  
prac2ce	
  examples;	
  

⑤  Exis2ng	
  dynamic	
  clusters	
  do	
  represent	
  very	
  good	
  examples	
  of	
  how	
  
produc2vity	
  can	
  be	
  enhanced	
  through	
  a	
  collec2ve	
  effort.The	
  
challenge	
  is	
  to	
  extend	
  the	
  approach	
  at	
  an	
  intra-­‐Caribbean	
  scale,	
  
with	
  an	
  open	
  eye	
  for	
  key	
  external	
  connec2ons.	
  

	
  



Are	
  clusters	
  relevant	
  for	
  the	
  future	
  development	
  
in	
  the	
  Caribbean?	
  YES,	
  for	
  4	
  reasons	
  	
  

①  In	
  clusters,	
  there	
  are	
  new	
  promising	
  industries	
  flourishing	
  thanks	
  
to	
  a	
  combina2on	
  of	
  private	
  entrepreneurial	
  spirits	
  and	
  good	
  
public	
  policies.	
  This	
  represents	
  a	
  signal	
  that	
  diversifica2on,	
  
entrepreneurship	
  and	
  innova2on	
  are	
  possible	
  in	
  the	
  Caribbean	
  
region	
  when	
  the	
  private	
  and	
  the	
  public	
  sector	
  can	
  work	
  well	
  
together;	
  

②  New	
  skilled	
  jobs	
  could	
  be	
  expected	
  in	
  these	
  dynamic	
  clusters	
  and	
  
this	
  can	
  help	
  to	
  address	
  the	
  brain	
  drain;	
  

③  In	
  clusters,	
  external	
  connec2ons,	
  through	
  mul2na2onals	
  or	
  
within	
  global	
  value	
  chains,	
  are	
  key	
  to	
  export,	
  to	
  access	
  
knowledge	
  and	
  acquire	
  capabili2es	
  needed	
  for	
  being	
  compe22ve	
  
in	
  the	
  interna2onal	
  markets;	
  

④  Exis2ng	
  dynamic	
  clusters	
  do	
  represent	
  very	
  good	
  examples	
  of	
  
what	
  can	
  be	
  achieved	
  at	
  the	
  collec2ve	
  level,	
  thanks	
  to	
  external	
  
economies	
  and	
  joint	
  ac2ons,	
  now	
  the	
  challenge	
  is	
  to	
  extend	
  the	
  
approach	
  at	
  an	
  intra-­‐Caribbean	
  scale,	
  with	
  an	
  open	
  eye	
  for	
  key	
  
external	
  connec2ons.	
  





Thank	
  you	
  

roberta.rabellor@gmail.com	
  
	
  

h\p://robertarabellor.it	
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